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Community-Based Services
Rate Methodology Study

During the 2009 Legislative Session, the Legislature appropriated $150,000 for a rate
methodology study for community-based developmental disability services. Shortly after the
approval of the appropriation, the Division began drafting the Request for Proposals (RFP) for
the study. From September 2009 to January 2010, there were delays because the appropriation
appeared to have been removed from the finalized budget; once it was confirmed that the funds
remained but were merely shifted to another budget line item, the RFP process resumed with the
Department of Administrative Services. Towards the end of April 2010, the RFP was released
and on July 15, 2010 Navigant Consulting was awarded the contract. Since that time the
Division has worked extensively with Navigant and providers of specialized services to gather
data and analyze the methodologies created by the contractor. A visual timeline is enclosed
herein for your reference.

In order to address the Legislative mandate that assisted (continuous) services be paid at a
daily rate, rather than the previous ‘per unit’ rate structure, the Division incorporated daily rates
into the renewals of our adult HCBS Waivers. Since each person’s funding allocation is
different, our only option was to create individualized daily rates, which has become difficult to
manage. The Division asked Navigant to explore methods to structure a payment system that set
daily rates based on the assessed needs of individuals. The Division utilizes the Inventory of
Client and Agency Planning (ICAP) assessment to determine an individual’s support needs and
their score translates into their funding allocation. The options outlined by Navigant are a
dramatic change from what providers are accustomed to. There has been much discussion about
the implementation of such a change and how that might affect an individual’s budget. The
Division has yet to make any final decisions regarding implementation of the methodologies
created by Navigant and is still in discussions with providers regarding the potential impacts.

The Division has experienced some difficulty in the quality of the work product created
by Navigant, and significant time has been spent on reviewing the proposed methodology and
exploring the impact of such a major change in funding methodology. The Division received a
final report and electronic copies of spreadsheets used to develop the proposed methodologies
today, and a copy of this report is included for your reference. The Division will continue work
with providers to assess whether any alterations or adjustments need to be made to the proposed
methodology so that it better suits Nebraska’s needs and to develop an implementation plan.



Ultimately the rate methodology will be available as a tool for the Legislature in setting
future rates for DD services. The proposed rates are based upon the current costs of providing
community-based DD services, with the addition of an inflationary factor to take into
consideration the time period lapsed since the cost data collection period. The rate methodology
will provide a set formula that can be adjusted by revising the various inputs (such as the direct
support staff salary rate) or by making general inflation adjustments.
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Executive Summary

The Nebraska Department of Health and Human Services — Division of Developmental
Disabilities (DHHS-DDD) contracted with Navigant Consulting, Inc. to develop a new rate
methodology that provides payments to providers for the delivery of developmental disabilities
services through its home- and community-based services (HCBS) waivers. DHHS-DDD
renewed its HCBS adult waivers in 2010 and implemented interim rates for HCBS waiver
services beginning January 1, 2011. These interim rates will be replaced by the rate
recommendations provided in this report.

Through the course of this analysis we completed a number of tasks to develop rates for the
DHHS-DDD HCBS waiver services. We examined DHHS-DDD's historical payment
methodology, met with providers and surveyed stakeholders to gather feedback about the
current system, collected current cost and wage data from providers, researched rate
methodologies used by other states and developed payment rates, as well as recommendations
for DHHS-DDD in transitioning to the new rates and for revising rates over time.

The objectives of the new methodology are:

1. Use a rate build-up approach to develop a transparent rate setting approach using
mathematical formulas. The rate build-up approach examines the costs of providing
services and provides a basis for payment of provider costs for: staff wages, program
support, administration, non-program contracted services and staff benefits.

2. Create rates for new waiver services. In addition to revising the rate methodology
for existing waiver services, there were three waiver services introduced as part of
the renewal of the adult waivers: Behavioral Risk, Medical Risk and Retirement
Services. Previously Behavioral Risk and Medical Risk were operating as pilots
projects in the State.

3. Create daily rates for Continuous Services. Traditionally, providers have been
compensated for Continuous Services on an hourly rate basis; however, the
Nebraska Legislature mandated that DHHS-DDD implement daily rates with
respect to Continuous Services.

4. Incorporate the Inventory for Client and Agency Planning (ICAP) Service Score.
Individuals who are eligible for Developmental Disabilities Services funded by
DHHS-DDD are evaluated through the use of the ICAP. The purpose of the ICAP is
to determine the individual’s skills and functional abilities. The incorporation of the
ICAP scores was accomplished through the development of rates that vary by
staffing ratios which also vary by an individual's needs, i.e., if an individual has an
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ICAP score in a range that equates to needing 1 on 1 staffing then the rate for that
individual should be for 1 on 1 staffing.

Using cost information and wage rates collected from providers, we built rates from the bottom
up. We used cost data inputs to develop a consistent cost structure to apply across all rates. We
also examined the specific staffing needs of each service to assign the appropriate staff wage
rate assumptions to each service. Based on the service definitions described in DHHS-DDD'’s
waivers, we developed hourly and daily rates; certain rates vary according to a staff-to-client
ratio. We incorporated the ICAP Service Score into the rates by cross-walking staffing ratios to
ranges of ICAP Service Scores. This crosswalk will allow DHHS-DDD to assign a rate
according to the individual’s ICAP Service Score. Navigant presented the draft rates to HCBS
providers on June 28, 2011. Based on inquiries and questions received during the meeting,
Navigant collected additional data and adjusted the rates. This report presents the HCBS rates
that DHHS-DDD will implement for the Adult and Children’s HCBS Waivers with the
adjustments from this meeting.

We also recommend that DHHS-DDD phase-in the new rates over a one-year period to allow
providers and the State to prepare for full implementation. The transition to tiered rates based
on service levels (i.e,, staffing ratios) will have a significant impact on providers that will need
to be taken into account before full implementation can be accomplished. We provided DHHS-
DDD with a number of recommendations for a smoother implementation for both providers
and the agencies.

Finally, we provide two options for revising rates over time if a full rebasing of rates is not
required. We recommend applying inflation adjustments to the rates or to the wage rate

assumptions used in the model to keep rates current.

Exhibits 1.1 and 1.2 on the following pages provides a summary of recommended rates by
service.

Navigant Consulting, Inc. - 10/4/2011 ii
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Introduction

Developmental Disabilities Services funded through the Nebraska Department of Health and
Human Services — Division of Developmental Disabilities (DHHS-DDD) are delivered to
approximately 4,500 individuals in Nebraska by approximately 27 different Providers. DHHS-
DDD recently renewed its home- and community-based services (HCBS) waivers for adults
with developmental disabilities. As part of the renewal, DHHS-DDD added new services and
implemented a new way of paying for continuous services. Under the new waivers, DD HCBS
waiver services may be either Continuous Services, i.e., services provided for the ongoing
support and care of an individual, or Intermittent Services, i.e., services provided as needed by
the individual. DHHS-DDD implemented the new waiver on January 1, 2011. DHHS-DDD
included interim rates in the waiver application that will be used until the new rate
methodology is finalized.

The current rate methodology was implemented in 1992. Since 1992, DHHS-DDD has made
annual incremental adjustments to the rates, but there has been no detailed analysis of or
comprehensive revision to the rates since that time.

DHHS-DDD contracted with Navigant Consulting (Navigant) to develop a new rate
methodology that provides payments to providers for the delivery of developmental disabilities
services to individuals with developmental disabilities through HCBS waivers. The objectives
of the new methodology are:

1. Use arate build-up approach to determine a transparent rate setting approach using
mathematical formulas. The rate build-up approach examines the costs of providing
services and provides a basis for payment of provider costs for: staff wages, program
support, administration, non-program contracted services and staff benefits.

2. Create rates for new waiver services. In addition to revising the rate methodology for
existing waiver services, there were three waiver services introduced as part of the
renewal of the adult waivers: Behavioral Risk, Medical Risk and Retirement Services.
Previously Behavioral Risk and Medical Risk were operating as pilots projects in the
State.

3. Create daily rates for Continuous Services. Traditionally, providers have been
compensated for Continuous Services on an hourly rate basis; however, the Nebraska
Legislature has mandated that DHHS-DDD implement daily rates with respect to
Continuous Services. The planned implementation of DHHS-DDD's renewed adult
waivers on January 1, 2011 required the development of daily rates for Continuous
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Services by the end of calendar year 2010. To meet this deadline, DHHS-DDD
implemented interim rates until the rate analysis could be completed.

4. Incorporate the Inventory for Client and Agency Planning (ICAP) Service Score.
Individuals who are eligible for Developmental Disabilities Services funded by DHHS-
DDD are evaluated through the use of the ICAP. The purpose of the ICAP is to
determine the individual’s skills and functional abilities. The incorporation of the ICAP
scores can be accomplished through the development of rates that vary by staffing ratios
which also vary by an individual's needs, i.e., if an individual has an ICAP scorein a
range that equates to needing 1 on 1 staffing then the rate for that individual should be
for 1 on 1 staffing.

Developing payment rates for services covered by the HCBS waivers involves the collection of:
provider cost data, provider claims data, participant needs assessment data and relevant
regional and national data. The remainder of this report provides information about the
historical payment methodology, the process used to develop payment rates for DHHS-DDD
funded HCBS waiver services, the recommended plan for DHHS-DDD to transition to the new
rates and recommendations for revising rates over time.

Historical HCBS Rate Methodology

The reimbursement methodology in place prior to this study was established by Deloitte &
Touche in 1992. To assist DHHS-DDD to establish funding levels for services provided to
individuals with developmental disabilities, in 1991, Deloitte & Touche conducted an analysis
of the costs of each consumer service provided by the States’ six regional and three private
providers. The study also identified reasons for variations in cost by provider, which included
staffing intensity, wage and benefit rates, and level of consumer need. DHHS-DDD used this
cost analysis as a baseline for establishing funding levels and to negotiate waiver rates with the
Health Care Financing Administration (now the Centers for Medicare and Medicaid Services,
CMS). DHHS-DDD inflated the costs determined in that study annually to establish the
funding levels for each year.

A legislative bill from 1991 mandated that the responsibility for service coordination be shifted
from the providers to DHHS-DDD. It also mandated an adequate and consistent rationale for
reimbursement of services that would allow funding to follow recipients as their service needs
change. Using the analysis of costs described above, Deloitte & Touche conducted a second
study to develop a rate build-up model that included incentives for preferred services,
accounted for staff training and included a system of add-ons and a methodology for funding
new or pilot projects. Rates were based on five categories of costs: direct service costs, direct
supervisor costs, indirect administrative costs, non-personnel operating costs and facility
related costs.
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Deloitte &Touche made the following assumptions in the development of rates:

¢ Direct care staff were to be reimbursed the average wage of $6.19

¢ Administrative staff were to be reimbursed the average wage of $7.69 with a 1:7 span
of control

¢ Benefits were reimbursed at 20 percent

¢ Staff time off were assumed to be 12 days vacation, 12 days holiday, 10 days sick and
5 days continuing education

e There would be a vacancy factor for certain services to allow for days when a
consumer was sick or on vacation

When legislatively approved, DHHS-DDD adjusted rates annually using a cost of living
adjustment.

Navigant’s Approach to the DHHS-DDD HCBS Rate Methodology

Navigant’s approach to developing a HCBS rate methodology for Nebraska’s DHHS-DDD uses
a rate build-up to update rates for existing services and develop rates for new services. Using
cost information and wage rates collected from providers, we built rates from the bottom up.
We used cost data inputs to develop a consistent cost structure to apply across all rates. We
also examined the specific staffing needs of each service to assign the appropriate staff wage
rate assumptions to each service.

To understand the cost of providing HCBS services, we examined provider reported cost data
and grouped costs into four categories related to staff benefits, administration, non-program
contracted services and program support services. By grouping these costs we were able to
develop the following cost factors used in our estimation of rates:

¢ Benefits Factor — The benefits factor is a statewide ratio of the total employee taxes,
insurance and benefits by FTE to total employee salaries and wages by FTE.
Including the FTEs in the factor calculation adjusts for part-time staff who may not
receive full benefits. The ratio allows us to estimate an assumed benefit value for
each FTE that will be included in DHHS-DDD's reimbursement rate.

¢ Administration Percentage — The administrative percentage is a statewide ratio of
administration expenses to program employee salaries, wages and benefits. The
ratio allows us to estimate a value for administrative services that will be included in
DHHS-DDD's reimbursement rate.

Navigant Consulting, Inc. — 10/4/2011 3



State of Nebraska
Department of Health and Human Services - Division of Developmental Disabilities
Developmental Disabilities Home- and Community-Based Services Rate Development

¢ Non-Program Contracted Services Percentage — The non-program contracted
services percentage is a statewide ratio of all contracted expenses to program
employee salaries, wages and benefits. This ratio allows us to estimate a value for
non-program contracted services to include in the DHHS-DDD reimbursement rate.

e Program Support Percentage — The program support percentage is a statewide ratio
of program support expenses to program employee salaries, wages and benefits.
This ratio allows us to estimate a value for program support services to include in
the DHHS-DDD reimbursement rate.

We examined the wage rates by staff personnel from each reporting provider to establish a basis
for wage rates for the rate build-up. We established statewide base wage rates for each staff
type using the median of provider wages as reported in the provider’s wage survey, inflated to
the midpoint of State Fiscal Year (SFY) 2012 using the Medicare Economic Index (MEI).! The
median is a measure of central tendency, i.e., half of the provider wage rates are below the
median and half are above. Because it is central, the median is less affected by the highs and
lows of the provider group in comparison to other calculations (e.g., an average) and, therefore,
is a more stable measure on which to base the wage rates.

In the sections that follow, we describe in greater detail the data sources, data cleaning and rate
methodology used to develop the rates recommended by Navigant.

Data Sources

The primary data source for the rate development analysis was provider cost and wage surveys.
We supplemented this data with research from other states, Bureau of Labor Statistics wage
data, and input from providers.

HCBS Provider Cost and Wage Survey

Navigant worked with DHHS-DDD and the DDD Provider Advisory Group to develop a
provider cost and wage survey to collect provider costs and wage data in a uniform format.
Navigant modeled the survey and instructions after a survey we developed for use by the State
of Wyoming’s Division of Developmental Disabilities. Prior to distributing the survey and
instructions, we reviewed the survey in detail with the DDD Provider Advisory Group to

1 There was insufficient data about two of the new services provided under the waiver, Medical Risk and Behavioral
Risk, to develop a median hourly wage based upon the survey data collected from providers, Therefore, we used
only one provider's survey information to determine the wage rate for the Behavior Support professional required as
part of the Behavioral Risk service and the Direct Support Risk program staff for Behavioral and Medical Risk
services, DHHS-DDD reviewed and agreed with using these wage rates as the basis for rate development.

Navigant Consulting, Inc. - 10/4/2011 1



State of Nebraska
Department of Health and Human Services - Division of Developmental Disabilities
Developmental Disabilities Home- and Community-Based Services Rate Development

gather feedback about their ability to complete the survey and understand what was being
requested and made appropriate changes based on their feedback.

DHHS-DDD distributed the survey and instructions on November 15, 2010 by email to all
providers who provide services to individuals using DHHS-DDD specialized waiver services.
Navigant asked providers to submit the completed survey by November 30, 2010. The majority
of providers met this deadline. Navigant accepted provider surveys through December 10,
2010, after sending reminder requests to outstanding providers.

Of the 26 providers that could have completed a survey, Navigant received 19 completed
provider surveys for this analysis. Upon review of the survey data with DHHS-DDD and the
providers, Navigant requested additional information related to FTEs for the benefits factor
calculation. DHHS-DDD distributed the additional data request to the providers who initially
completed the provider surveys on July 7, 2011, asking providers to respond by July 15, 2011.
Of the 19 providers who initially completed the provider survey, 14 provided FTE information.
In conjunction with DHHS-DDD and the Provider Advisory Group, we concluded that we had
a representative sample of cost and wage data to conduct the rate analysis.

Research About Other States

There were six states that we interviewed and researched to gather comparable information
about their HCBS waivers for individuals with developmental disabilities: Iowa, South Dakota,
Wyoming, Tennessee, Florida and Maine. We worked with DHHS-DDD to find states that were
near Nebraska as well as states that had implemented programs and methodologies that were
similar to Nebraska’s objectives for its new rate methodology. Since DHHS-DDD was
interested in associating the ICAP Service Score to rates, we closely examined the approach that
was used by Wyoming to develop its rate methodology. This was a methodology that Navigant
assisted Wyoming to develop and, as a nearby state to Nebraska, that experience was relevant
to the development of a methodology for DHHS-DDD. Tennessee and South Dakota also had
methodologies that incorporated ICAP scores. A summary of research from these other states is
provided as Appendix A.

Bureau of Labor Statistics Wage Data

Using the most recently available United States Bureau of Labor Statistics wage data, we
reviewed the median wage rates for a range of occupations that were similar to the staff
occupations at the provider agencies. We examined median wage rates for Nebraska as well as
Iowa, Kansas, South Dakota and Wyoming. This examination not only provided a point of
comparison between the wage rates reported by DDD providers to the Nebraska medians, but
also showed how Nebraska compares to its peers. In general, median wage rates in Nebraska,
as reported by the Bureau of Labor Statistics, were higher than wage rates in Iowa, Kansas and
South Dakota, and lower than wage rates in Wyoming,.
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Table 1: Bureau of Labor Statistics Median Hourly Wage, May 2009

Median Hourly Wage

South
Occupation Code Nebraska Towa Kansas Dakota Wyoming
Registered Nurse (29-1111) $25.35 | $24.15 | $2552 | $24.34 $27.14
Home Health Aides (31-1011) $10.74 | $10.37 $9.31 | $11.09 $11.49
Nursing Aides, Orderlies, and $11.15 $11.29 | $10.61 $10.63 $12.61
Attendants (31-1012)
Healthcare Support Workers, All Other $12.88 | $12.10 | $14.06 | $16.28 $14.80
(31-9099)
Mental Health Counselors (21-1014) $19.05 | $1548 | $1742 | $17.50 $19.49
Mental Health and Substance Abuse $17.42 | $16.56 | $17.67 | $15.82 $17.61
Social Workers (21-1023)

Stakeholder Feedback

In December 2010, Fritz & O’Hare, subcontractor to Navigant, conducted a web-based survey of
Nebraska developmental disabilities stakeholders to gather their opinions about the services
and rates paid to providers of developmental disabilities services. Among stakeholder
respondents were Nebraskans receiving developmental disabilities services, family members of
individuals receiving services, advocacy organization representatives and developmental
disabilities Service Coordinators. The response rate for the survey was 14 percent. Although
this response rate was low, it is not surprising given that some stakeholders may be unaware of
or not involved in provider reimbursement and therefore not interested in responding to the
survey. The major findings from the survey were as follows:

1. The majority of respondents (72%) agreed or strongly agreed that people receive
services from their developmental disabilities provider(s) as described in their
Individual Program Plan (IPP).

2. Respondents were nearly evenly divided when asked whether the range of services
offered by developmental disabilities providers meets the needs of the individuals
served. Those indicating disagreement totaled 46%; those indicating agreement
totaled 49%.

3. When asked whether providers of developmental disability services are paid enough
to cover the costs associated with doing business, the majority of the respondents
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indicated that they are not. The highest levels of disagreement (i.e., indicating that
reimbursement is not adequate) were in the areas of staff wages, staff benefits, and
staff training.

Navigant has considered the results of this survey in its recommendations around staff wages,
staff benefits and staff training.

In June 2011, Navigant met with DHHS-DDD and HCBS providers to review a preliminary
draft of HCBS rates. As a result of the meeting, Navigant made the following adjustments to
the rate models:

1. Collected full time equivalent (FTE) information from HCBS providers
corresponding to the benefits costs that they previously reported on the provider
cost and wage survey

2. Inflated all wage rates reported in the provider cost and wage surveys to the
midpoint of State Fiscal Year (SFY) 2012 (i.e., 12/31/11)

3. Did not exclude statistical outliers from overhead factor and wage rate calculations
4. Removed the 80 percent reduction factor applied to Community Inclusion services

5. Limited hourly rates for Community Inclusion services to rates for 1:1 through 1:4
staffing ratios

6. Added staffing ratios of 1:1.5, 1:2.5 and 1:3.5 for applicable services

7. Adjusted the assumed hours of direct service for the Prevocational and Workstation
daily rates from 4 hours to 7 hours per day

8. Adjusted the Residential Group Home overnight staffing ratio for the daily rates
from 1:4 to 1:3

During this meeting, HCBS providers inquired about the payeeship program and how these
costs are incorporated into the rate methodology. Since providers have payeeships in the
current methodology, the costs for these services are included in the provider cost and wage
surveys; therefore, we did not calculate a separate add-on for payeeships. This report presents
the HCBS rates that DHHS-DDD will implement for the Adult and Children’s HCBS Waivers
with the adjustments from this meeting.
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Data Cleaning

As we built our cost and wage survey database for analysis purposes, we went through a series
of steps to standardize the data. We describe this process in more detail below.

Reported Costs
We determined a number of factors that would be used to develop rates, as follows:

e Benefits Factor: The ratio of total employee taxes, insurance and benefits by FTE to
total employee salaries and wages by FTE

e Administration Percentage: The ratio of administration expenses to program
employee salaries, wages and benefits

e Non-Program Contracted Services Percentage:~ The ratio of all contracted expenses
to program employee salaries, wages and benefits

e Program Support Percentage: The ratio of program support expenses to program
employee salaries, wages and benefits

We calculated a median cost for each data input used to calculate the rate factors and
percentages, and reviewed preliminary calculations of the rate factors with DHHS-DDD, the
Provider Advisory Group and other providers. These medians were used for the final
calculations of rate factors and percentages shown in Exhibit 2, on the following pages.
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State of Nebraska
Department of Health and Human Services — Division of Developmental Disabilities
Developmental Disabilities Home- and Community-Based Services Rate Development

Reported Wages

We analyzed wage data using the same approach as with the cost information. We inflated the
wage rates reported by providers to the midpoint of SFY 2012 (i.e., 12/31/2011) and calculated
the median wage rate for each staff type. We used these inflated median wage rates as
assumptions in the rate models as described in Table 2.

Because respite workers and retirement direct support staff do not provide habilitation services,
DHHS-DDD recommended that the base wage rate for these staff should be lower than the base
wage rate for other direct care support staff who provide habilitation. We determined the staff
base wage as the average of the direct support staff median wage of $10.84 and Nebraska’s
minimum wage of $7.25, which results in a base wage rate of $9.05.

Table 2: Median Base Wage Rates by Service Type, After Removing Outlier Wages

Inflated Median Base Wage Rate

Direct Support Supervisor

Medical Risk $12.20 $24.33
Behavioral Risk $12.20 $21.12
Day Habilitation Community Inclusion $10.84 $16.40
Day Habilitation Integrated Community Employment $12.18 $16.40
Day Habilitation Prevocational Workshop $10.84 $16.40
Day Habilitation Vocational Planning $12.18 $16.40
Day Habilitation Workstation Services $10.84 $16.40
All Residential Habilitation $10.84 $16.40
Respite $9.05

Retirement Services $9.05 $16.40

Revised Rate Methodology

The revised rates follow a consistent model structure that allows variation in assumptions.
Many of the fundamental calculations and rate build-up steps are the same across service types.
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In general, the model uses assumptions about types of employees, staffing ratios, wage rates,
benefits and administrative overhead ratios, vacancy rates for both employees and participants
and productivity factors.

The following sections describe in detail the assumptions we used to develop proposed rates for
each waiver service. These descriptions include an explanation of the assumptions, units of
service and the application of factors to develop the proposed rates. The service-specific rates
can be found in Exhibits 1.1 and 1.2 of the Executive Summary.

General Assumptions
e Benefits Factors: Rates include non-direct cost allocation factors for taxes and

benefits rfgf’é AC TE‘. From the SFY 2010 Cost Survey, we determined that the
Benefits Factor is equal to 27.81% of total direct wage expenses.

e Non-Direct Cost Allocation: Rates include non-direct cost allocation factors for non-
direct services. From the SFY 2010 Cost Survey, we determined that the current non-
direct cost allocation factors as follows:

» Administration — 35.04%
» Non-Program Contracted Services — 3.27%
» Program Support —36.00%

e FTE Productivity Factors: Rates include an FTE productivity factor of 1.15 (320
hours out of 2,080 hours annually), based on the hours that are unavailable for
serving participants for absences due to vacation, sick time, holidays, training,

administrative meetings and activities.

e Supervision Span of Control: Assumes a 1:9 ratio of supervisor to direct staff
oversight.

o Residential Rates:
» Hourly and daily rates assume a direct service staff and supervisor oversight.
> All daily residential rates begin with the assumption of 168 hours in a 7 day
week with 35 hours spent outside of the residence. The remainder is 133

hours in the residence during a 7 day week.

» Hourly rates are based on one hour of service.
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> All residential rates assume resident sick leave and holidays of 15 eight-hour
days in a year.

> Payments are not made for room and board, the cost of facility maintenance,
upkeep and improvement.

> Staffing ratios during awake hours and asleep hours reflect the presence of
staff while the individual is in the residence.

> Rates vary depending upon the required staffing ratio for the individual.

e Day Habilitation Rates:

> Hourly and daily rates assume a direct service staff and supervisor oversight.
» Hourly rates are based on one hour of service.

> The total number of hours assumed for daily rates varies by service; see
individual services for assumptions.

> Rates vary depending upon the required staffing ratio for the individual.

e Staffing Ratios: Staffing ratio requirements will vary by service; Exhibit 3 of this
report provides staffing ratio assumptions for each service area. DHHS-DDD
requested that we develop staffing ratios for day habilitation from 1:1 through 1:8.
Staffing ratios can be associated with an individual’s ICAP Service Score for Day
Habilitation services as follows:

Service Staffing ICAP Service
Level Ratio Score Range
1 1:1 1-11
2 1:1.5 12-22
3 1:2 23-36
4 1:2.5 37-49
5 1:3 50-57
6 1:3.5 58-64
7 1:4 65-69
8 1:5 70-74
9 1:6 75-80
10 1.7 81-89
11 1:8 90+
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DHHS-DDD requested that we develop staffing ratios for residential and retirement
services from 1:1 through 1:4. Staffing ratios can be associated with an individual’s
ICAP score for Residential and Retirement services as follows:

ICAP Service
Score Range

Staffing
Ratio

Service
Level

1 1:1 1-11

2 1:1.5 12-22
3 1:2 23-36
4 1:2.5 37-49
5. 1:3 50-57
6 1:3.5 58-64
74 1:4 65+

e Adjustment Factors: For certain services, DHHS-DDD has applied an adjustment
factor to increase or decrease rates to differentiate services with varying
requirements. That is,

> We applied a 110 percent adjustment factor to Day Habilitation — Integrated
Community Employment because this is a service that DHHS-DDD would
like to promote.

> We applied a 105 percent adjustment factor to Day Habilitation — Vocational
Planning because this is a service that DHHS-DDD would like to promote.

Overview of Rate Calculations

To calculate hourly and daily rates, we calculated a base direct care cost for workers and
supervisors, with incremental add-ons for non-direct costs. We calculated hourly and daily
rates using the general assumptions described above with some specific assumptions for
specific services. The staffing ratio corresponds to a service level that DHHS-DDD will assign
to each waiver client based on the client’s ICAP score. As the staffing ratio increases from 1:1 to
1:1.5, for example, indicating an increased ICAP score and lower level of need, the payment rate
per client decreases to account for the staff’s distribution of time and attention to more than one
client. In addition, the rate models assume a certain number of direct care hours provided to
each client will decrease as the staffing ratios increase because the direct care staff’s time and
attention is divided among multiple clients. Given that the higher staffing ratios correspond to
higher ICAP scores, there is a lower level of need for these clients.
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The following examples provide a general overview of how we calculated an hourly rate and a
daily rate.> We provide details about assumptions for specific services in the next section.

Hourly Rates

Most hourly rates that we developed included a direct care worker and supervisor component
in the base direct care cost, with the exception of hourly rates for Respite services where there
was no supervisor. The examples provided below assume a one-on-one and one-on-one and a
half direct care worker to client staffing ratio, respectively.? The direct care worker cost per
hour estimate decreases with each increase to the direct care staffing ratio, e.g., when the
staffing ratio is one staff to one and a half clients the Direct Care Worker Cost Per Hour
becomes $10.62 (1:1.5 staffing ratio) instead of $15.93 (1:1 staffing ratio).

To develop an hourly rate for a 1:1 staffing ratio, we took the following steps:
Step 1: Determined the direct care worker cost per hour using the direct care support

staff hourly wage rate and the assumptions described in the General Assumptions
section

Direct Care Worker Cost Calculation

$10.84 Hourly Wage Rate
1 + Units Per Hour
1:1 *+ Direct Care Staffing Ratio
1.2781 X Benefits Factor
1.15 X FTE Factor
N/A X Adjustment Factor

= Direct Care Worker Cost Per Hour

Step 2: Determined the direct care supervision cost per hour using the direct care
supervisor hourly wage rate

Direct Care Supervision Cost Calculation

$16.40 Hourly Wage Rate
1 + Units Per Hour
1:9.0 + Direct Supervision Span of Control
1.2781 X Benefits Factor
1.15 X FTE Factor
N/A X Adjustment Factor

= Direct Care Supervision Cost Per Hour

2 The reported data and calculations in these examples reflect the data in the rate models. Differences due to
rounding may occur.
* Calculations may vary due to rounding.
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Step 3: Summed the direct care cost per hour and the direct care supervision cost per
hour for the total direct care rate

Direct Care Cost
Direct Care Worker

+ Direct Care Supervision

= Total Direct Care Cost

Step 4: Determined the administration non-direct care costs by multiplying the total
direct care rate by the administration percentage

Administration Non-direct Care Costs

$18.61 Direct Care Rate
35.04% * Administration Percentage

= Administration Cost per Hour

Step 5: Determined the program support non-direct care costs by multiplying the total
direct care rate by the program support percentage

Program Support Non-direct Care Costs
Direct Care Rate

* Program Support Percentage

= Program Support Cost per Hour

Step 6: Determined the non-program contracted services cost by multiplying the total
direct care rate by the non-program contracted services percentage

Non-program Contracted Services Non-direct Care Costs
Direct Care Rate
* Non-program Contracted Services Percentage

= Non-program Contracted Services Cost per

Hour

Navigant Consulting, Inc. - 10/4/2011



State of Nebraska
Department of Health and Human Services — Division of Developmental Disabilities
Developmental Disabilities Home- and Community-Based Services Rate Development

Step 7: Determined the final hourly rate by summing the direct care rate, administration,
program support and non-program contracted services hourly costs

Reimbursement Rate Per Hour

$15.93 Direct Care Workers

$2.68 + Direct Care Supervision

$18.61 Direct Care Rate

$6.52 + Administration

$6.70 + Program Support

$0.61 + Non-Program Contracted Services

= Rate per Hour

The calculation steps we took for the hourly rate for a 1:1.5 staffing ratio were as follows:

Step 1: Determined the direct care worker cost per hour using the direct care support
staff hourly wage rate and the assumptions described in the General Assumptions
section

Direct Care Worker Cost Calculation

$10.84 Hourly Wage Rate
1 + Units Per Hour
1:1.5 + Direct Care Staffing Ratio
1.2781 X Benefits Factor
1.15 X FTE Factor
N/A X Adjustment Factor

= Direct Care Worker Cost Per Hour

Step 2: Determined the direct care supervision cost per hour using the direct care
supervisor hourly wage rate

Direct Care Supervision Cost Calculation

$16.40 Hourly Wage Rate
1 + Units Per Hour
1:9.0 + Direct Supervision Span of Control
1.2781 X Benefits Factor
1.15 X FTE Factor
X Adjustment Factor

= Direct Care Supervision Cost Per Hour
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Step 3: Summed the direct care cost per hour and the direct care supervision cost per
hour for the total direct care rate

Direct Care Cost
Direct Care Worker

+ Direct Care Supervision

$13.30 = Total Direct Care Cost

Step 4: Determined the administration non-direct care costs by multiplying the total
direct care rate by the administration percentage

Administration Non-direct Care Costs

$13.30 Direct Care Rate
35.04% * Administration Percentage

= Administration Cost per Hour

Step 5: Determined the program support non-direct care costs by multiplying the total
direct care rate by the program support percentage

Program Support Non-direct Care Costs
$13.30 Direct Care Rate
36.00% * Program Support Percentage

= Program Support Cost per Hour

Step 6: Determined the non-program contracted services cost by multiplying the total
direct care rate by the non-program contracted services percentage

Non-program Contracted Services Non-direct Care Costs
Direct Care Rate
* Non-program Contracted Services Percentage

= Non-program Contracted Services Cost per
Hour
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Step 7: Determined the final hourly rate by summing the direct care rate, administration,
program support and non-program contracted services hourly costs

Reimbursement Rate Per Hour

$10.62 Direct Care Workers
$2.68 + Direct Care Supervision
$13.30 Direct Care Rate

$4.66 + Administration

$4.79 + Program Support

$0.43 + Non-Program Contracted Services
$23.19 = Rate per Hour

Daily Rates

Most daily rates that we developed included a component for the direct care worker and the
supervisor in the base direct care cost, with the exception of Respite services where there was no
supervisor. In contrast to the hourly rate calculations, we factored in a minimum number of
hours of service provided in a day for the daily rates. As with the hourly rates, there is a
staffing ratio component to the daily rates; however, for residential services we also factored in
overnight staffing to develop an overall blended staffing ratio. The examples provided below
assume a 1:1 and 1:1.5 direct care worker to client staffing ratio, respectively, during awake
hours and a 1:3 staff to client ratio during asleep time.*

Step 1: Estimated the blended (weighted) staffing ratio

Hours per Weighted
Ratio Week % of Week Ratio

Ratio When: I 2 (1X2)

Primetime (Clients are Awake)

+ Client Is Asleep 42.11%
= Overall Weighted Ratio When Client is Well 100.00% 1:1.39
Overall Ratio Rounded to Nearest Tenth 1:1.4

* Calculations may vary due to rounding.
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Step 2: Estimated the total direct care hours per resident per day (assumes 1:1 staffing ratio
during awake hours and 1:3 staffing ratio during asleep hours)

Total hours per week

+ Days per week
+ QOverall Ratio

13.67 =Direct Care Hours/Resident/Day/Overall Ratio

Step 3: Estimated the additional staff hours needed to cover resident days during the
year when a resident is home sick or has a holiday from day services.

Resident Sick Leave/Holidays Days Hours/Day Total Hours Hrs/Ratio
Resident Sick Leave 5 8 40 40.00
+Resident Holidays 10 8 80 80.00
=Total Resident Sick/Holiday Leave 15 120.00

Additional Direct Care Hours/Resident/Day for Client Sick/Holiday

(0.33 = 120/365)

Step 4: Summed direct care hours per resident per day

Direct Care Hours/Resident/Day/Overall Ratio
Additional Direct Care Hours/Resident/Day for Client Sick Days and Holidays

Total Direct Care Hours/Resident/Day

Step 5: Determined the direct care worker cost per hour starting with the direct care
support staff hourly wage rate and the assumptions described in the General
Assumptions section

$10.84 Hourly Wage Rate
1 + Units Per Hour
1:14 + Direct Care Staffing Ratio
1.2781 X Benefits Factor
1.15 X FTE Factor

= Direct Care Cost Per Hour
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Step 6: Determined the direct care supervision cost per hour starting with the direct care
supervisor hourly wage rate

Direct Care Supervision Cost Calculation

$16.40 Hourly Wage Rate
1 + Units Per Hour
1.2781 X Benefits Factor
1:9.0 + Direct Supervision Span of Control
1.15 X FTE Factor

= Total Direct Care Supervision Cost Per Hour

Step 7: Summed the direct care cost per hour and the direct care supervision cost per
hour for the total direct care rate

Direct Care Cost
Direct Care Worker

+ Direct Care Supervision

= Total Direct Care Cost

Step 8: Determined the direct care base rate by multiplying the hourly rate by the direct
care hours per day

Direct Care Base Rate
$14.19 Extended Family Home Hourly Rate (staffing 1:1 Direct Care awake,
1:3 Direct Care asleep)
14.00 X Total Direct Care Hours/Resident/Da:

Step 9: Determined the administration non-direct care costs by multiplying the daily base
rate by the administration percentage

Administration Non-direct Care Costs
$ 198.55 Direct Care Base Rate

35.04% * Administration Percentage

= Administration Cost per Day
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Step 10: Determined the program support non-direct care costs by multiplying the total
direct care base rate by the program support percentage

Program Support Non-direct Care Costs

$ 198.55 Direct Care Rate
36.00% * Program Support Percentage

$ 71.49 = Program Support Cost per Day

Step 11: Determined the non-program contracted services cost by multiplying the total
direct care rate by the non-program contracted services percentage

Non-program Contracted Services Non-direct Care Costs
$198.55 Direct Care Rate

3.27% * Non-program Contracted Services Percentage

= Non-program Contracted Services Cost per Day

Step 12: Determined the final hourly rate by summing the direct care rate,
administration, program support and non-program contracted services daily costs

Category
$14.19 Extended Family Home Hourly Rate (staffing 1:1 Direct Care awake,
1:3 Direct Care asleep)

14.00 X Total Direct Care Hours/Resident/Day
198.55

69.58 + Administration

71.49 + Program Support

6.48 + Non-Program Contracted Services

= Rate per Day of Residential Habilitation
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The next example shows the steps we took to develop a daily rate for the 1:1.5 staffing ratio.

Step 1: Estimated the blended (weighted) staffing ratio

Hours per Weighted
Week Y% of Week Ratio
Ratio When: ( (B) (1/A)*(B)
Primetime (Clients are Awake) 115 77.00 57.89% 1:0.39
+ Client Is Asleep 1:3.0 56.00 42.11% 1:0.14
[ = Overall Weighted Ratio When Client is Well 133.00 .100.00%

Overall Ratio Rounded to Nearest Tenth =

1/(1:0.39 + 1:0.14) 119

Step 2: Estimated the total direct care hours per resident per day (assumes 1:1.5 staffing ratio
during awake hours and 1:3 staffing ratio during asleep hours)

Total hours per week

+ Days per week
+ QOverall Ratio
10.00 =Direct Care Hours/Resident/Day/Overall Ratio

Step 3: Estimated the additional staff hours needed to cover resident days during the
year when a resident is home sick or has a holiday from day services.

Hrs/Staffing
Ratio

Resident Sick Leave/Holidays Days Hours/Day Total Hours

Resident Sick Leave 5 8 40 40.00

+Resident Holidays 10 8 80
=Total Resident Sick/Holiday Leave 15 93.33

Additional Direct Care Hours/Resident/Day for Client Sick/Holiday
(0.26 = 93.33/365)
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Step 4: Summed direct care hours per resident per day

Direct Care Hours/Resident/Day/Overall Ratio

Additional Direct Care Hours/Resident/Day for Client Sick Days and Holidays
Total Direct Care Hours/Resident/Day

Step 5: Determined the direct care worker cost per hour starting with the direct care
support staff hourly wage rate and the assumptions described in the General
Assumptions section

Direct Care Cost Calculation

$ 10.84 Hourly Wage Rate
1 + Units Per Hour
1:19 + Direct Care Staffing Ratio
1.2781 X Benefits Factor
1.15 X FTE Factor

= Direct Care Cost Per Hour

Step 6: Determined the direct care supervision cost per hour starting with the direct care
supervisor hourly wage rate

Direct Care Supervision Cost Calculation

$ 16.40 Hourly Wage Rate
1 + Units Per Hour
1.2781 X Benefits Factor
1:9.0 + Direct Supervision Span of Control
115 X FTE Factor

= Total Direct Care Supervision Cost Per Hour

Step 7: Summed the direct care cost per hour and the direct care supervision cost per
hour for the total direct care rate

Direct Care Cost
Direct Care Worker

+ Direct Care Supervision

= Total Direct Care Cost
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Step 8: Determined the direct care base rate by multiplying the hourly rate by the direct
care hours per day

Direct Care Base Rate

$11.10 Extended Family Home Hourly Rate (staffing 1:1 Direct Care awake,

1:3 Direct Care asleep)
10.26 X Total Direct Care Hours/Resident/Da
113.86

Step 9: Determined the administration non-direct care costs by multiplying the daily base
rate by the administration percentage

Administration Non-direct Care Costs
$113.86 Direct Care Base Rate
35.04% * Administration Percentage

$39.90 = Administration Cost per Day

Step 10: Determined the program support non-direct care costs by multiplying the total
direct care base rate by the program support percentage

Program Support Non-direct Care Costs
$113.86 Direct Care Rate
36.00% * Program Support Percentage

$ 40.99 = Program Support Cost per Day

Step 11: Determined the non-program contracted services cost by multiplying the total
direct care rate by the non-program contracted services percentage

Non-program Contracted Services Non-direct Care Costs
$113.86 Direct Care Rate

3.27% * Non-program Contracted Services Percentage
prog 8

= Non-program Contracted Services Cost per Day
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Step 12: Determined the final hourly rate by summing the direct care rate,
administration, program support and non-program contracted services daily costs

Category
$11.10 Extended Family Home Hourly Rate (staffing 1:1.5 Direct Care awake,
1:3 Direct Care asleep)

10.26 X Total Direct Care Hours/Resident/Day
113.86

39.90 + Administration

40.99 + Program Support

3.72 + Non-Program Contracted Services

198.47 = Rate per Day of Residential Habilitation

Overview of Services

There are 13 different services provided under Nebraska’s DDD waivers. In Exhibit 3 we
provide a brief overview of each service and the model assumptions used to develop the rates
for each of those services. As we describe the wage information in this section, it is important to
note that this information is used to develop the rates, it is not by itself the rates.
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Department of Health and Human Services - Division of Developmental Disabilities
Developmental Disabilities Home- and Community-Based Services Rate Development

Fiscal Impact Analysis

A fiscal impact analysis can be used to understand the budgetary impact of new rates on
services and the overall program. Generally, states implement new methodologies with the
intent that the new methods of reimbursement will result in payments that are comparable to
payments under the old methodology, all else being equal.

As we attempted to gather information to conduct that assessment here, we found that it is not
possible to determine the units of service provided under the old methodology, using the new
methodology’s definition of services. That is, we could not compare one unit of service in the
old system to one unit of service in the new system. This issue results because under the old
methodology, there was not a definition of a "unit" of service - the service could be one day, one
hour, one "visit" or any other definition that a provider created. In addition, the definitions
differed by provider. Thus, it is not possible to precisely convert the historical services into
units of service to apply to the new rates. Instead, to determine the fiscal impact of the new
rates, we estimated the daily payments for day habilitation and residential habilitation services
for each client with an ICAP score in Nebraska’s Medicaid Management Information System
(MMIS) claims data provided by the Division for a one year period by program.

Using paid claims data for the three Adult Developmental Disabilities Waivers, the Children’s
Developmental Disabilities Waiver and the State Aid Program from Nebraska’s MMIS and a list
of waiver recipient ICAP Service Scores, we matched recipients in the claims data to ICAP
Service Scores to assign a service level and staffing ratio to each person.® With this data match
we were able to aggregate the claims data into groupings by required staffing ratio according to
ICAP Service Scores. Based on discussions with DHHS-DDD, we estimated the impact of the
proposed rates as discussed further below and presented in Appendix B of this report.

For the fiscal impact model, we used the number of clients reported in the MMIS, categorized
by program and staffing ratio (using the ICAP scores), to estimate expenditures under the
proposed rates. We assumed that for each day of the year, each client in the Adult
Comprehensive Waiver and the Children’s Waiver would be provided “Day Habilitation —
Prevocational Workshop” services (weekdays only) and “Residential Habilitation — Group
Home Services (Asleep Overnight)” at the daily rate. Those in the Adult Day Waiver would
receive only day services on the weekdays throughout the year and those in the Adult
Residential Waiver would receive residential services only, for fiscal impact purposes. For the
State Aid program, DHHS-DDD indicated that clients in this program receive day services only,
residential services only or both, but this is not identifiable in the claims data. Therefore, we
developed distribution factors for the fiscal impact estimate with the assumption that 30 percent

5 This was possible for 99.9 percent of the clients in the claims data from Nebraska’s MMIS for services provided
from June 1, 2009 through May 31, 2010. The remaining 0.1 percent of claims was for 25 individuals who were
no longer on the waiver.
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of State Aid clients receive day services only, 30 percent receive residential services only and the
remaining 40 percent of clients receive both day and residential services for the one year period.
DHHS-DDD indicated that although clients in these programs are authorized to receive services
each day throughout the year, the clients generally do not use all services available. For SFY
2011, the average utilization for services was 83.1 percent; therefore, we applied this utilization
rate to the estimated expenditures for the year in the fiscal impact model. This model resulted
in overall expenditures that were approximately $33,073,369 more than what DHHS-DDD was
spending under the prior methodology. In Table 3, we provide the expenditure estimates for
the fiscal impact model.

Table 3: Fiscal Impact Model Estimate of Potential Expenditures

Allocated Unallocated
Services® Services? Total Services
Current Expenditures $141,695,828 $278,500 $141,974,328
Potential Expenditures $174,769,198 $278,500 $175,047,698
Fiscal Impact $33,073,369 $0 $33,073,369

With the introduction of tiered rates according to ICAP Service Score and staffing ratio, we are
predicting that overall expenditures could decrease because payment for staffing at 1:2 through
1:8 will be a fraction of the payment at 1:1 staffing.

We also examined four clients to understand the impact of the proposed rates on their ability to
continue to purchase the services within their individual budget amounts that they were
receiving under the prior rate methodology. This analysis was limited to the four clients for
whom we had access to data about their current service utilization, required staffing ratios and
annual budget amounts. The analysis was also limited because it did not examine the impact of
all of the service rates and it assumes that one unit of service equals one hour of service. We
found that three out of four of the clients would be spending less on their current services. For
the fourth, we estimated that the client would exceed the monthly individual budget by
approximately $300.

¢ Allocated services account for the MMIS claims that Navigant could assign to a specific staffing ratio based on the
client’s ICAP Service Score.

? Unallocated services account for the MMIS claims data that Navigant could not assign to a specific staffing ratio
because the client was no longer enrolled in a waiver.
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Transitional Plan

DHHS-DDD also requested that Navigant provide recommendations for implementation of the
new rate methodology, including strategies to mitigate the impact of the change on the
providers and especially the individuals currently receiving services. Navigant's proposal
outlined three options that DHHS-DDD could consider for rate implementation:

1) Provide a one-year rate shadowing where current rates are paid but the new rate
resulting from the implementation of the new methodology is shown, thus giving
providers and consumers one “adjustment” year to learn to work within the new
rate structure.

2) Phase in the new rates as a result of the new rate setting methodology. Such a
phase-in can be accomplished in a number of ways. For example, to phase in over a
three-year period, in the first year, 25 percent of the new rates can be added to 75
percent of the old rate, 50 percent in the second year, and 75 percent in the third
year, with 100 percent transition accomplished after three years. To implement this
approach, it would be necessary to crosswalk old rates to new rates, and to the
extent that units of service change, as is expected to be the case in some instances for
this project, it would be necessary to calculate rate equivalents for the old rates for
services where the units change.

3) New rates become effective immediately for each individual enrolled in the HCBS
waiver.

Under the new methodology, DHHS-DDD will assign each client to a service level (i.e., staffing
ratio) based on the ICAP score, which the providers will use to bill for payment. The change to
tiered rates will have a significant impact on providers’ billing practices and operations and,
equally importantly, an impact on clients as they determine what services to purchase and in
what quantity:

o Providers must assure that they can continue to provide services and manage their
budgets around the new rates by examining how the new tiered rates will impact
them. The current payment methodology compensates providers for a unit of
service no matter how the provider staffs that service; providers are not held
accountable for ensuring staffing levels according to individual client needs. Based
on discussions with providers, required staffing ratios are not always considered
when providing services to individuals. The proposed rates are built on staffing
ratios — which is a significant departure from the current system and a process that
has the potential to create significant shifts in reimbursement from provider to
provider. For example, if a provider currently offers Day Habilitation Workstation
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services but they do not staff the Workstation according to the staffing ratios
required in each individual’s IPP, the provider will need to restructure this service to
meet the staffing requirements. This could mean that providers need to hire
additional staff or group individuals who receive services according to staffing
requirements

e Clients may need to adjust the services that they purchase to stay within their
individual budget amounts. Any changes that providers make to their billing or
operations could impact a client’s ability to continue purchasing services from that
provider in the same quantity — more or fewer services could be funded. The level of
staffing needed for each client should be more transparent with the tiered rates,
however, and clients will be able to assure that the services they are provided are
appropriately staffed.

Based on discussions with providers, it is clear that there will be some significant disruption in
terms of payments for some services as there may be a reallocation of funds across providers
and services. Due to the potentially significant impact on some providers and clients, we
recommend that DHHS-DDD phase-in the new rates over a one- year period to allow providers
to adjust to the new rate environment. This is a common practice for Medicare and other state
Medicaid agencies. It lessens the impact on providers and the State’s system to allow all parties
involved time to prepare for the full implementation of the rate structure. There are several
approaches to phasing-in rates; for example, the new rates could be a blend that is 50 percent of
the old rate and 50 percent of the new rate. Or, there could be a stop-loss or stop-gain provision
calculated on a provider-by-provider basis. For any of these phase-in approaches, we would
calculate a single rate that reflects the phase-in and input that rate into the MMIS, so that there
is no administrative burden associated with the phase-in. We would encourage a process
whereby staffing ratio changes are implemented as quickly as possible. To mitigate the impact
of the new rates on individuals receiving services, the phase-in transition should allow DHHS-
DDD and providers to identify potential impact on the availability of services under the new
rates.

In addition, to prepare providers for the upcoming changes, we recommend that DHHS-DDD

provide a crosswalk between the prior rates and the new rates to help them understand what
will change when the new rates are in place.
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We recommend that DHHS-DDD take the following steps to implement the transition:

1. Identify a start date for phasing in the new rates

2. Disseminate new rate information to all parties involved in the IPP development and
the planned approach for the phase-in

3. Disseminate new rate information and the planned approach for the phase-in to
State staff involved in billing and payment of waiver services

4. Publish a public notice that summarizes the transition plan giving providers enough
notice to anticipate the change in rates, at least 30 days

5. Review initial transitions to determine individual impacts of the new rates and to
identify the need to mitigate any adverse impact to the individual, conduct at least
10 initial reviews

6. Schedule a stakeholder meeting after three months to discuss provider and
individual concerns about the transition
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Rate Revision Plan

So that the new rate setting methodology will remain relevant, it is important that the DHHS-
DDD commit to a planned schedule for periodic review and updating of the data elements that
are key inputs to the methodology. Because demographic and economic environments are not
static, as changes occur, these will impact accuracy and fairness of the rates generated through
the new rate setting methodology.

We have identified two alternatives to implementing rate revisions until the need for a complete
rebasing of rates is identified. The chosen approach for rate revisions will depend on budget
constraints of DHHS-DDD and the perceived need for updates to rates.

1. Inflate rates annually, as DHHS-DDD budget allows using the Medicare Economic
Index (MEI)

2. Update one or more of the following model assumptions on an annual or biannual
basis:

a. Wage rates using more recent wage data or applying a cost of living adjustment
(COLA)

b. Benefits factor by applying a benefits cost factor as published by the Bureau of
Labor Statistics (BLS) or COLA

¢. Non-direct cost factors by applying a COLA (To account for increased fuel costs,
increase the administration factor 0.5% for every $1.00 increase in price per
gallon and the program support percentage 1% for every $1.00 increase in price
per gallon)

If DHHS-DDD chooses to inflate rates, the inflation factor can be determined using the
Consumer Price Index or an inflation factor determined by the State through the Nebraska
Department of Economic Development. One inflation factor would be applied to all rates to
bring the rates current. This approach does not review any specific components of the rate
methodology; however, inflation is a common approach for bringing rates current.

The option to update wage rates could be simple or complex depending on the chosen approach
to determining the update. A simple approach would be to inflate the wage rates currently in
the model using a cost of living adjustment. This adjustment could be tied to other State
decisions for providing such updates, i.e,, if the State provides a cost of living adjustment to
State employees, then the same adjustment could be applied to the wages in the DDD model. A
more complex approach would be to collect wage data from providers and reevaluate the
median wage rate for each staff type used in the model. This second approach will require
wage data collected from providers and an analysis to determine the resulting median wage.
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This approach keeps current with the specific providers responsible for serving the DDD waiver
population, but requires more time and effort by the DHHS-DDD to collect and analyze data.

We have developed high level work steps that DHHS-DDD can follow to implement either
option that we propose.

Steps to inflate rates:

1. Identify the appropriate MEI

Multiply the inflation factor by the current rate to determine an inflated rate

3. Repeat steps 1 and 2 each year that rates will be inflated, building off of the prior
year adjustment by inflating the previously inflated rate

b

Steps to update model wage rates and other model assumptions, simple approach:

1. Identify a source for the adjustment factor
a. Consumer Price Index to determine a cost of living adjustment
b. State of Nebraska determined cost of living adjustment

2. Multiply the adjustment factor by the current base wage rates, benefits factor or non-
direct cost factors used in the model

3. Input adjusted base wage rates and/or factors into rate model

4, Use rate models to recalculate rates

Steps to update model wage rates, complex approach:

Collect from providers current wage rates for staff positions used in rate model
Determine the median wage rate for each staff type

Input newly determined median wage rates into rate model

Use rate models to recalculate rates

s LR
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Appendix A

State of Nebraska — Division of Developmental Disabilities
Developmental Disabilities Waiver Ratesetting State Research

Treatment

* Nursing

+ Personal Emergency
Response System

e Self Directed
Community Support
and Employment

o Self Directed Personal
Care

e Supported Community
Living

¢ Transportation

IOWA

Medicaid rate less 5% converted to hourly rate

4. Negotiated Rates: Member and provider establish rates and settle rate for hourly and daily rates

e Self-directed Personal Attendant Care: Determined by member’s individual budget

¢ Individual-directed Goods and Services: Determined by member’s individual budget

s Self-directed Community Supports and Employment: Determined by member’s individual _uﬂammﬂ
¢ Financial Management Service: Negotiated by the IME

e Support Broker Service: Negotiated by the IME

Consumer Choices Option is Iowa's self-directed program. The Division calculates the individual budgets using the
average statewide cost and average statewide utilization for each service. For example, respite costs $16.25 per hour
on average and 62 percent of authorized respite services are provided. Therefore, a person authorized for 100 hours
of respite would receive $16.25 X 62% X 100 hours = $1,007.50 for respite services.

Navigant Consulting, Inc. — 10/4/2011
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Appendix A

State of Nebraska — Division of Developmental Disabilities
Developmental Disabilities Waiver Ratesetting State Research

MAINE

m@Em_Elmpnw and
Supplies
* Speech Therapy

increased level of support with $219.15 per diem

e Shared Living Home Support: for example, one member received $148.72 per diem, one member received
increased level of support with $206.56 per diem

e Agency Home Support is based on a "shift staff" model. In these homes, the participants' rates vary because
they are calculated based on a "staff hour” and the number of hours each person needs may be different.
Also, there are a high percentage of participants whose support hours are shared.

Individual Budgetin:

Maine offers participant direction under three programs: MaineCare (the state's Medicaid plan, which includes a
personal care benefit), a 1915(c) CD-PAS waiver for the elderly and adult disabled, and a state program called Home
Based Care. Under all three programs the participant may either choose to hire workers and use the services of a fiscal
agent or use agency managed workers.

Navigant Consulting, Inc. - 10/4/2011
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Appendix A

State of Nebraska — Division of Developmental Disabilities
Developmental Disabilities Waiver Ratesetting State Research

WYOMING

s Dietician Services: $14,47 per ¥ hour
o  Skilled Nursing Services: $18.19 per ¥ hour
o  Physical Therapy Services: $21.04 per ¥ hour for individual setting and $8.06 per % hour for group setting (1:3
staffing ratio)
¢ Occupation Therapy Services: $17.19 per % hour for individual setting and $6.59 for group setting (1:3 staffing
ratio)
e Speech Therapy Services: $16.95 per % hour for individual setting and $6.50 per %4 hour for group setting (1:3
staffing ratio)
¢ Residential Habilitation Services:
» $637.04 per day for individual setting high needs (2:1 staffing ratio)
> $326.87 per day for individual setting (1:1 staffing ratio)
> $189.30 per day for group setting (1:2 staffing ratio)
> $143.44 per day for group setting (1:3 staffing ratio)
» $120.52 per day for group setting (1:4 staffing ratio)
» $131.72 per day for Special Family Habilitation Home
» $6.24 per ¥ hour for residential habilitation “intervention”
$29.96 per hour for residential habilitation training

Y

Individual Budgetin:

Wyoming uses the Individual Budget Amounts/ DOORS model for their self-directed program. Wyoming
implemented individual budgets in its 1915(c) HCBS waiver programs for the MR/DD population in 1998. Participants
receive an individual budget to direct waiver services, case management support, and have the option to hire workers.
The state does not contract with a fiscal agent, providers must be enrolled as certified Medicaid providers.

Navigant Consulting, Inc. — 10/4/2011




LI0Z/F/0T — "y “Sugmsuo)) jueSiaeN

(NRD oy 7 12d $9°6% (Nd'D 1MOY % 13d 69°9% BuisInN [ERUIPISNY

moy v 19d Hee$ - $3T$ (S1949] £) UOHEIIGRH [BHUSPISY

moy #; 19d G/°¢$ PIRD) [BUOSID]

1 12d g/°99§ :MITATY UOHEIIPIN

Kep 10d 970714 - 85°98% “n0Y ¥ 70d 9.°6$ - 7L T (S[e49] €) 1roddng swop-uy
oy v; 12d 197§ :$e01AI8G URRHAI

moy v 19d £5°€$ - 96'1$ (S[2A9] €) S9O1AIRG UoTRdWIo)

.oy ¥ I1ad [/ F4 1SIOIAIDG JURISISSY I01ARYDY

moy w 12d £6°T¢$ - T4 TT$ «(S]oA9] €) SedIATaG sIsAeuy [elolaeyag

moy y; 12d 6£°€$ - 8°T$ (S[ead] 7) Sumurer], Leq 3npy

"201A195 oea 10§ saduel ajel a1 218 Mo[ag "SISeq JIun oy i e uo pred pue (S[PA3] § 10 €) PaIal} 218 SJIAISS Y Jo Auely

* & & o © & o & o 9

swreidoid 10 sjuaIp 03 paje[al
Appaatp jou Jnq uogensunupe s uoreznedio sy Sunerado yim pajedosse s3Sod 2ATRISIUIWIPE PUE [BI3UID)
‘aye1 ayeredss e jo peajsur s
a1ed 2911p 0} pat} A10a11p Jou 3nq uonerado Sunies enuapisas jo 31ed aIe YoM ‘sarmyipuadxe pajepr-weiSor] e
ayer Burure], feq NPV
(£reuonamsip-uou 10 A18U0HAIDSIP)
urgim s3s0d uonerodsuriy, :

2IeD Joa11p Ut paajoaur saakorduwa e 0} parago aexoed syyeuaq aip se yons ‘somypuadxa pajepprjuswbordury o
‘ssavoxd Sumasajes jo saIprys a8em [euoneu woly 99em Jjeis aIed 1001 e
jred are 53500 woneIOdsUeI],

:syuauoduwod
'sajex 150D INOJ U0 Paseq 2Ie S9jel IDATE)| 'S9Iel PAseq-1S0D YIIm Wd)sAS PazIpIepue)s IpIma)e)s € STIIMIOTLIS el MAU YL,

juswded o3 sjusuodwiod
1500 Samypusdy paERy "€00¢ A ut s19praord 1oaTeM 10F WID]SAS 31eI pazZIprepue]s © pajusa]du (V) SSHIGesI( Yim SUoSIag
w3013 pus so3ep eI 105 £oua8y BpLIOL] AL, “I9ATEM JUj} 10 SInnys ajel , d[qeymba pue 1rey, e Jo uwdo[PAap 3y} pajepurew aInye[sida]
N 23215 33 ‘Z00Z U] "SILSIp Suoure saduelIeA JURdLIUSIS 0] PI] YoIyM ‘pajenjoSau AJ[e0LI0ISIY a1aMm Sajel JaAtep dd
USYM PIIIPISUOD (aav) senniqesia
axe 5350 uopeIodsuer), 1M SUOSIRJ 10y £ouaBy epLIO[] 3y} Aq PAUTULIRIOP dTe WATEAM SEDH/AA PIeRIP3JA ePHOL 33 10§ Sajel JuawAe ]

aIe]) aWoH
[eIIpaN [eadg o
SA0INIDG
Sursinp] [equapIsRy e
MIARY
UOTJEDIPIJA] SIVIAIG o
j1oddng awopy-uy
SDIALG UROURI(]
Suturer], Aeq NPV o
SIS
JURSISSY IOIARYSY e
SI0IAIB5
sisheuy Iolaeyag e
so01AIag uotuedwo)) o
suR)shg asuodsay
£ouaBiaury [eUosIg e
suoneidepy
Aqrssaooy
[EIUSWIUOTIAUY o
oydsay o
juswdopduag
paytoddng e
uoneyIqey
[eHUDPISY o
uoneyIqeH e
areD) [EUOSI] o
JuauBeury ase])

S10'7¢$
Juvdoyd

43 saanpipuadxg
690'779°0€L$
ssaanipuadxy
STY'0e
sspuvdorg
12aTR M

s4dOH/aa
S,pHOL]

Yoreasay 2eig Sunjasajey 1aArep| sanIfiqesi( reyuawrdofaaaqg
safIiqesiq [ejuawdo[aAd(] JO UOTSIAI(] — BSBIGaN JO 3je}S

v xipuaddy



Appendix A

State of Nebraska — Division of Developmental Disabilities
Developmental Disabilities Waiver Ratesetting State Research

¢ Support Eﬁbmu
Coaching

FLORIDA

b

. .Wmm_u:m (3 levels): $1.68 - $3.04 per % hour; wmw.ou - $121.73 per day )
e Support Coordination (monthly): $130.95; $65.48 (Limited); $316.90 (Transitional)
e Supported Employment Group (8 levels): $1.16 - $3.87 per ¥ hour; $8.35 (Individual Model)

Indivi

The Consumer-Directed Care Plus (CDC+) program was implemented in 2000 for 1915(c) waiver participants (frail
elderly, adults with physical disabilities, adults with brain or spinal cord injuries, and adults and children with -
developmental disabilities). Benefits are based on value of traditional waiver services that participants would have
received, with budget amounts available monthly. Participants may set aside up to $250 per month in a savings account
for approved purchases and must make the purchase as soon as accumulated savings are sufficient. Unspent amounts
may revert to the State and savings above $250 per month may be approved in extraordinary circumstances.

Navigant Consulting, Inc. — 10/4/2011
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Appendix A
State of Nebraska — Division of Developmental Disabilities
Developmental Disabilities Waiver Ratesetting State Research

Mobility Training

¢ Personal Assistance

¢ Supported Living

e Vehicle Accessibility
Modifications

¢ Behavioral Respite
Services

o Transitional Case
Management

Navigant Consulting, Inc. — 10/4/2011 10
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Appendix A

State of Nebraska — Division of Developmental Disabilities
Developmental Disabilities Waiver Ratesetting State Research

SOUTH DAKOTA

CHOICES
Waiver

Participants: 2,251
Expenditures:
$75,208,161
Expenditures Per

Participant:
$33,411

Contact Info:

Scott Pelham
CHOICES
Waiver Program
Manager
Scott.Pelham@sta
te.sd.us

¢ Day Habilitation

¢ Prevocational
Services

+ Residential
Habilitation

¢ Service
Coordination and
Supported
Employment.

» Medical Equipment
and Drugs

* Nursing

¢ Other Medically
Related Services —
Speech, Hearing &
Language

The rates for the South Dakota HCBS/DD (CHOICES) Waiver are established by DHS. The model draws from five
sources: cost reports from provider agencies, activity logging data, service records, ICAP scores and economic measures
(data by geographic region, specific to each locale, including average wage data obtained from the South Dakota
Department of Labor). ¢

DHS has payment categories that act as "boundaries” for determining if a waiver recipient’s rates need to be adjusted
based on changes in supports. In fiscal year 2010, there were 40 payment categories with rates ranging from $1.24 to
$334.70 per day.

Individual Budgeting

The CHOICES Waiver does not currently have a self-directed program.

Cost of transportation is a
component of the rates for pre-
vocational services, residential
habilitation services, supported
employment services and day
habilitation services.

Navigant Consulting, Inc. — 10/4/2011
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Respite Services
1:1 Staffing Ratio

Reimbursement Rate Per Hour

Category
Direct Care Workers

+ Non-Program Contracted Services

= Rate per Hour of Respite

Reimbursement Rate Decision Factors Summary

1:1
1.2781

$ 9.05
1.15

$ 16.40
1:9.0

35.04%
36.00%
3.27%

Decision Category
Direct Service Staffing Ratio

Benefits Factor

Average of Direct Service Median Hourly Wage Rate and Minimum Wage (Inflated)
Staff Leave (FTE) Factor

Direct Staff Supervision Average Hourly Wage Rate (Inflated)
Direct Staff Supervision Span of Control

Administration Percentage
Program Support Percentage

Non-Program Contracted Services

Rate Per Hour of Day Service

Direct Care FTE Factors

FTE Factors (1)

Total

Vacation/Personal/Sick/Holiday 30
Annual Training 10
40

Total Days Total Hours (2) FTE % (3)

320

240
80

(1) Additional FTE required to cover absences. | FTE Factor (4) 115.00%
(2) Total Days X 8 Hours = Total Hours

(3) Total Hours + 2080 = FTE %

(4) 1 + Total FTE % = FTE Factor




Direct Care Cost Calculation

$ 9.05
1

1:1.0

1.2781

1.15

0.70

$ 9.31

Direct Care Cost Calculation
Hourly Wage Rate
+ Units Per Hour
+ Direct Care Staffing Ratio
X Benefits Factor
X FTE Factor
X Respite Reduction Factor
= Direct Care Cost Per Hour




Reimbursement Rate Per Day

Category
Direct Care Workers

+ Non-Program Contracted Services

= Rate per Day of Respite



Direct Care Cost Calculation

Direct Care Cost Calculation

$ 9.05 Hourly Wage Rate
8 X Direct services hours per day
1:1.0 + Direct Care Staffing Ratio

1.2781 X Benefits Factor
1.15 X FTE Factor
0.70 X Respite Reduction Factor
$ 74.45 = Direct Care Cost Per Day




Retirement Services

Reimbursement Rate Per Hour

Gl e o

$ 9.31 Direct Care Workers
1.88 + Direct Care Supervision
11.18 Direct Care Rate

3.92 + Administration
4.03 + Program Support
0.37 + Non-Program Contracted Services

19.49 = Rate per Hour of Retirement Services

I

Reimbursement Rate Decision Factors Summary

1:1

Direct Service Staffing Ratio
1.2781 Benefits Factor

$ 9.05 Average of Direct Service Median Hourly Wage Rate and Minimum Wage (Inflated)
1.15 Staff Leave (FTE) Factor

$ 16.40 Direct Staff Supervision Average Hourly Wage Rate
1:9.0 Direct Staff Supervision Span of Control

35.04% Administration Percentage
36.00%] [Program Support Percentage
3.27%)] |Non-Program Contracted Services

$ 19.49 Rate Per Hour of Day Service

Direct Care FTE Factors

FTE Factors (1) Total Days Total Hours (2) FTE % (3)

Vacation/Personal/Sicl 30 240
Annual Training 10 80
40 320 15%

Total

(1) Additional FTE required to cover absences. | FTE Factor (4) 115.00% l
(2) Total Days X 8 Hours = Total Hours

(3) Total Hours + 2080 = FTE %

(4) 1 + Total FTE % = FTE Factor




Direct Care Cost Calculation

$ 9.05
1

1:1.0

1.2781

1.15

0.70

$ 9.31

Direct Care Cost Calculation
Hourly Wage Rate
+ Units Per Hour
+ Direct Care Staffing Ratio
X Benefits Factor
X FTE Factor
X Non-habilitation reduction factor

= Direct Care Cost Per Hour

Direct Care Supervision Cost Calculation

$ 16.40

1.2781
1:9.0
1.15
0.70

Direct Care Supervision Cost Calculation
Hourly Wage Rate
+ Units Per Hour
X Benefits Factor
+ Direct Supervision Span of Control
X FTE Factor
X Non-habilitation reduction factor

= Total Direct Care Supervision Cost Per Hour
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